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 1    IN THE SUPERIOR COURT OF THE STATE OF WASHINGTON 
 
 2                IN AND FOR KING COUNTY 
                                
 3  _______________________________________________________ 
                                
 4  MATHEW and STEPHANIE McCLEARY,   ) 
    on their own behalf and on       ) 
 5  behalf of KELSEY and CARTER      ) 
    McCLEARY, their two children in  ) SUPREME COURT OF WA 
 6  Washington's public schools;     ) No. 84362-7 
    ROBERT and PATTY VENEMA, on their) 
 7  own behalf and on behalf of HALIE) 
    and ROBBIE VENEMA, their two     ) 
 8  children in Washington's         ) 
    public schools; and NETWORK      ) 
 9  FOR EXCELLENCE IN WASHINGTON     ) 
    SCHOOLS ("NEWS"), a state-wide   ) 
10  coalition of community groups,   ) 
    public school districts, and     )  
11  education organizations,         ) 
                                     ) 
12                 Petitioners,      ) KING COUNTY CAUSE  
                                     ) No. 07-2-02323-2 SEA 
13           vs.                     ) 
                                     )   
14  STATE OF WASHINGTON,             )   
                                     )  
15                 Respondent.       ) 
    ______________________________________________________ 
16   
     
17       REPORTER'S VERBATIM REPORT OF PROCEEDINGS 
                                
18                          --oOo-- 
                                
19                 MONDAY, OCTOBER 12, 2009 
              VOLUME XX - Sessions 1 and 2 of 4 
20                              
                            --oOo-- 
21                              
     
22  Heard before the Honorable John P. Erlick, at King  
     
23  County Courthouse, 516 Third Avenue, Room W-1060,  
     
24  Seattle, Washington. 
                         --oOo--  
25 
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                  CYNTHIA A. KENNEDY, RPR 
22                     CSR No. 3005 
                  Official Court Reporter 
23              King County Superior Court 
                  516 Third Avenue, C912 
24               Seattle, Washington 98104 
                              
25                    (206) 296-9188 
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 1                A P P E A R A N C E S: 
     
 2   
                            --oOo-- 
 3                              
     
 4  THOMAS F. AHEARNE, EDMUND W. ROBB, and        
    CHRISTOPHER EMCH, Attorneys at Law, appearing on behalf  
 5  of the Petitioners; 
     
 6   
     
 7  WILLIAM G. CLARK and CARRIE L. BASHAW, Assistant  
    Attorney Generals, appearing on behalf of the  
 8  Respondent.   
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 1                   CHRONOLOGICAL INDEX 
                                
 2                         --oOo-- 
                                
 3   
     
 4  MONDAY, OCTOBER 12, 2009 - Morning Session 
     
 5      JENNIFER PRIDDY (Recalled) 
     
 6          Direct by Mr. Clark                       4380 
     
 7  Noon recess - change in court reporters            4445 
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 1                   SEATTLE, WASHINGTON 
 
 2                 MONDAY, OCTOBER 12, 2009 
 
 3               MORNING SESSION - 10:00 A.M. 
 
 4                         --oOo-- 
 
 5            THE COURT:  Good morning.  Please be seated.   
 
 6                We're on the record in the matter of  
 
 7  McCleary versus State of Washington.  This is King  
 
 8  County cause number 07-2-02323-2 Seattle.  And we are  
 
 9  in the respondent's case in chief.   
 
10                Counsel, I apologize for the  
 
11  unanticipated delay this morning.  We'll make sure that  
 
12  everybody has sufficient time to present all witnesses  
 
13  and evidence in this case. 
 
14                Are there any preliminary matters before  
 
15  we proceed?  Mr. Ahearne?   
 
16            MR. AHEARNE:  I don't think so, Your Honor. 
 
17            THE COURT:  Mr. Clark?   
 
18            MS. BASHAW:  I don't believe so, Your Honor. 
 
19            THE COURT:  All right.  And where are we with  
 
20  our witnesses? 
 
21            MR. CLARK:  Right now the respondent's going  
 
22  to, I guess, recall Jennifer Priddy. 
 
23            THE COURT:  Okay.  Very good.  Ms. Priddy, if  
 
24  you would please come to the stand.  And you remain  
 
25  under oath from your prior testimony. 
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 1            THE WITNESS:  Okay. 
 
 2            THE COURT:  You may be seated. 
 
 3            THE WITNESS:  Thank you. 
 
 4            MR. CLARK:  May I proceed, Your Honor?   
 
 5            THE COURT:  Please, Mr. Clark. 
 
 6               JENNIFER PRIDDY (Recalled),  
 
 7  called as a witness herein, having been previously duly  
 
 8  sworn, was examined and testified as follows: 
 
 9                    DIRECT EXAMINATION 
 
10  BY MR. CLARK: 
 
11      Q.    Good morning, Ms. Priddy.   
 
12      A.    Good morning. 
 
13      Q.    For the record, you are still OSPI's  
 
14  Assistant Superintendent of Finance, correct? 
 
15      A.    Yes. 
 
16      Q.    We're picking up your testimony, Ms. Priddy,  
 
17  with my cross-examination and also our examination for  
 
18  part of our case.  I realize you haven't been on the  
 
19  stand since, I think, September 10th, but I think the  
 
20  topics will be still fresh in your mind. 
 
21            I want to talk initially about the current  
 
22  K-12 finance system.   
 
23            In the last several years, has the state  
 
24  enhanced the certificated staff-to-student ratios in  
 
25  order to lower class sizes in the K through 4th grades? 
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 1      A.    Yes.  The state has enhanced the K-4 staffing  
 
 2  ratio directly as kind of an operational budget  
 
 3  addition.  The state, as a whole, also enacted an  
 
 4  initiative, Initiative 728, that enhances class sizes,  
 
 5  one of six purposes available for use of the funds. 
 
 6      Q.    All right.  And in addition to enhancing the  
 
 7  certificated staff-to-student ratios, has the state  
 
 8  also recently enhanced classified staff-to-student  
 
 9  ratios? 
 
10      A.    Yes.  They enhanced a bit over and above the  
 
11  Basic Education floor that's established in statute. 
 
12      Q.    Okay.  Now, the NERC funding, has the state  
 
13  recently enhanced NERC funding for school districts to  
 
14  the tune of $6.5 million? 
 
15      A.    Yes.  I believe in the last two years. 
 
16      Q.    Okay.  Has that enhancement gotten rolled  
 
17  into the base, as it were, of NERC funding so that  
 
18  subsequent years get a bow-wave affect? 
 
19      A.    The enhancement of six-and-a-half million  
 
20  dollars is rolled into the base, as you said, and the  
 
21  bow-wave comes into play in that that six-and-a-half  
 
22  million dollars is inflated according to the implicit  
 
23  price inflator each year.   
 
24            So I think that's the bow-wave that you're  
 
25  referring to? 
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 1      Q.    Yes.   
 
 2      A.    It doesn't double, for example, but it does  
 
 3  incrementally increase as does the whole base for the  
 
 4  nonemployee-related cost funding. 
 
 5      Q.    Okay.  Thank you. 
 
 6            Now, currently, are the state's Basic  
 
 7  Education definition and funding driven by statutory  
 
 8  ratios of state-funded staff to pupils? 
 
 9      A.    Yes. 
 
10      Q.    And that's true for all three types of staff,  
 
11  certificated, classified, and administrative?   
 
12      A.    Yes. 
 
13      Q.    Okay.  Now, school districts -- do school  
 
14  districts have local decision-making authority to hire  
 
15  more staff than the number of positions that the state  
 
16  funds? 
 
17      A.    Yes. 
 
18      Q.    Same question with regard to compensation.   
 
19            Do local school districts have the decision- 
 
20  making authority to pay compensation to their staff  
 
21  that's higher than the base amounts that the state  
 
22  provides? 
 
23      A.    I would say yes.  They have that authority  
 
24  and they have that mandate.  The law mandates that they  
 
25  bargain with their employee groups in order to set  
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 1  salaries. 
 
 2      Q.    Okay.  And when they bargain to set salaries  
 
 3  higher than the base amounts that the state funds, the  
 
 4  districts do that through contracts with their  
 
 5  employees, correct? 
 
 6      A.    Correct. 
 
 7      Q.    Collective bargaining agreements?   
 
 8      A.    Yes. 
 
 9      Q.    And higher compensation paid to school  
 
10  district staff that is higher than what the state base  
 
11  amounts provide, it is pertinent to all three classes  
 
12  of employees, correct? 
 
13      A.    Yes.  But the amount differs for each of 295  
 
14  school districts. 
 
15      Q.    Okay.  Now, do you know if the districts, in  
 
16  effect, hire more staff than the state-funded ratios  
 
17  drive pursuant to the collective bargaining agreements  
 
18  between them and their employee bargaining units? 
 
19      A.    Yes.  They do typically hire more staff,  
 
20  although the number of staff in excess of the state  
 
21  formula driven staff is decreasing over time. 
 
22      Q.    It is decreasing over time? 
 
23      A.    Yes. 
 
24      Q.    Are you generally familiar with the  
 
25  provisions of collective bargaining agreements between  
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 1  school districts and their employees? 
 
 2      A.    Yes. 
 
 3      Q.    And do you have to obtain and retain  
 
 4  familiarity with those agreements pursuant to your  
 
 5  duties as the Assistant Superintendent, part of your  
 
 6  job? 
 
 7      A.    There's no formal requirement, but in order  
 
 8  to do my job and understand K-12 finance, I have to  
 
 9  understand those -- 
 
10      Q.    Okay. 
 
11      A.    -- bargaining agreements, yes. 
 
12      Q.    Historically, have school district collective  
 
13  bargaining agreements granted Cost-of-Living  
 
14  Adjustments benefits for health, life, and disability  
 
15  higher than the state funds, higher than the state  
 
16  funds for state-funded employees? 
 
17      A.    Yes. 
 
18      Q.    Okay.  And, historically, have those  
 
19  collective bargaining agreements that provide  
 
20  enhancements to COLAs or employee benefits, have those  
 
21  collective bargaining agreements pertained to all  
 
22  school district employees regardless of the funding  
 
23  source for them? 
 
24      A.    Yes.  But I do want to explain my answer a  
 
25  bit. 
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 1      Q.    Certainly. 
 
 2      A.    There are some districts that do not have any  
 
 3  salary enhancement over and above what the state  
 
 4  allocates.  But where a district does have an agreement  
 
 5  they allocate more salary, the state law requires that  
 
 6  they provide that for all employees in the bargaining  
 
 7  unit.   
 
 8            So you cannot, for example, identify out of  
 
 9  your 100 teachers that four of those teachers are paid  
 
10  for with levy funds and, therefore, they don't get a  
 
11  supplemental salary or five of them are paid for with  
 
12  Title One funds and, therefore, they don't get a  
 
13  supplemental salary or that that salary would differ.   
 
14            So within a bargaining unit, state law  
 
15  requires that the salary be comparable. 
 
16      Q.    Do you know if class sizes within the school  
 
17  districts are typically bargained for in collective  
 
18  bargaining agreements? 
 
19      A.    Anecdotally, my understanding is that more  
 
20  and -- more frequently class size is becoming part of a  
 
21  collective bargaining agreement.  And in the context of  
 
22  where class size exceeds a certain level, that a  
 
23  teacher would be allocated additional salary resources. 
 
24      Q.    Okay.  Can class size provisions in  
 
25  collective bargaining agreements also impact the number  
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 1  of staff that a district hires? 
 
 2      A.    Well, the district, if they have a class size  
 
 3  provision, such as what I just used as an example, the  
 
 4  district has the choice then of whether or not to  
 
 5  provide the salary enhancement when they exceed a  
 
 6  certain class size to those teachers that are affected  
 
 7  or to hire more staff and, therefore, not incur the  
 
 8  salary enhancement for the teacher but instead pay the  
 
 9  salary cost of hiring a second staff person. 
 
10      Q.    Okay.  I'm going to give you a volume of  
 
11  exhibits that contains Exhibit 67 and 68, Ms. Priddy.   
 
12      A.    Thank you.   
 
13      Q.    And I have some general questions before I  
 
14  get into the PowerPoints themselves. 
 
15            MR. CLARK:  67 and 68. 
 
16      Q.    I believe one of these, 67 or 68, was a  
 
17  presentation to the Renton School Board. 
 
18      A.    I can't say definitively because I didn't  
 
19  mark it for the Renton School Board.  I remember the  
 
20  presentation and I can generally remember the material  
 
21  but I presented it to them. 
 
22      Q.    Okay.  Just for ease of reference, I was  
 
23  looking for my copy of Exhibit 68.  The cover sheet of  
 
24  that exhibit is an e-mail from you to David Mauro.   
 
25  Subject:  K-12 finance, Renton School District.   
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 1      A.    Oh, uh-huh. 
 
 2      Q.    Perhaps that will identify it for you.   
 
 3      A.    Okay.  So that's Exhibit 68 then. 
 
 4      Q.    Correct.  Okay?   
 
 5            Do Exhibits 67 and 68 portray, in part,  
 
 6  information that you developed at OSPI for the purposes  
 
 7  of presenting to the Basic Ed Task Force? 
 
 8      A.    Yes. 
 
 9      Q.    And I would like you to identify for us the  
 
10  steps that you and others at OSPI went to in order to  
 
11  develop the information that was presented by OSPI to  
 
12  the Basic Ed Task Force. 
 
13      A.    Are you referring to Superintendent  
 
14  Bergeson's proposal to the Task Force for a new funding  
 
15  system? 
 
16      Q.    Yes. 
 
17      A.    So that process involved a number of  
 
18  different approaches.  One approach was to review the  
 
19  Washington Learns Report and the research of Doctors  
 
20  Picus and Odden to refamiliarize ourself with what  
 
21  research told us was the best investments to make and  
 
22  to see if there were updates to the research that they  
 
23  used, especially researchers that are commonly  
 
24  considered to be experts in the realm of school  
 
25  finance.   
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 1            The second element to the approach was to  
 
 2  pull together work groups around different subject  
 
 3  matters.  So we had a work group, for example, on the  
 
 4  investments that should be made by the state to provide  
 
 5  struggling students with the opportunity to learn the  
 
 6  state standards and to provide English language  
 
 7  learners with that opportunity and what was the level  
 
 8  of resource that was appropriate.  And that work group  
 
 9  included, for example, experts from districts that were  
 
10  successfully improving outcomes for those students and  
 
11  districts that had very complex populations, very high  
 
12  numbers of struggling students or very complex  
 
13  populations of ELL students.   
 
14            So there were work groups on the nonemployee- 
 
15  related cost issue, which is the operating  
 
16  expenditures.  There was a work group for classified  
 
17  staffing levels, certificated staffing levels.  I don't  
 
18  remember all of the work groups.  I think there were  
 
19  something, like, seven work groups.   
 
20            Those work groups included principals.  We  
 
21  asked for principals.  We asked for representatives of  
 
22  the associations.  We hand selected, as I said, some  
 
23  staff based on school district outcomes.  And we met  
 
24  over the course of the spring, February through June,  
 
25  and --  
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 1      Q.    2008?   
 
 2      A.    Yes -- and based on the work of the work  
 
 3  group, just data analysis by OSPI staff, recent  
 
 4  research that we were able to compile on top of what  
 
 5  Picus and Odden had already presented for the state, we  
 
 6  developed Superintendent Burgeon's recommendations. 
 
 7      Q.    Okay.  Was one of the steps that either the  
 
 8  work groups or OSPI or any combination thereof went to  
 
 9  was to ascertain the total amount of school district  
 
10  spending for their K-12 schools? 
 
11      A.    Yes. 
 
12      Q.    Okay.  And in gathering that information and  
 
13  making use of it, was it assumed that total school  
 
14  district expenditures were both appropriate and  
 
15  efficiently spent? 
 
16      A.    I would not say that we automatically assumed  
 
17  that.  I would say that we concluded that after all of  
 
18  the debate and analysis and consideration of all  
 
19  aspects of the proposal.   
 
20            We did not -- I don't, and I don't believe in  
 
21  the course of developing the superintendent's proposal,  
 
22  did we look at what a district's -- what a district  
 
23  expended and assumed that that was the level of  
 
24  resource that was appropriate for her to recommend, nor  
 
25  did she desire us to do so.  She wanted us to start  
 
 
 
                                                                     4390 
 
 1  from scratch and identify what she would propose for  
 
 2  the state to fund based on a number of measures. 
 
 3      Q.    Okay.  In ascertaining what the districts are  
 
 4  spending in their K-12 programs, did you end up  
 
 5  discounting it, or did you just take the total amount  
 
 6  that was spent as a result? 
 
 7      A.    We did not take the amount that the districts  
 
 8  spent and assume that that was what she should  
 
 9  propose.  We built from the ground up. 
 
10            So, for example, we built -- in the ELL  
 
11  Program proposal and a Struggling Students Program  
 
12  proposal based on the resources that the work group  
 
13  identified and the research that we had available.   
 
14            And we did not really bring into  
 
15  consideration or calculate her proposal based on what  
 
16  districts were spending on Struggling Students programs  
 
17  or ELL programs. 
 
18      Q.    Okay.  The Struggling Student Program, did  
 
19  that encompass -- or excuse me.  The Struggling Student  
 
20  Work Group, did that encompass both the ELL and the  
 
21  Learning Assistance Program features? 
 
22      A.    Yes.  Yes. 
 
23      Q.    And who at OSPI was involved in the  
 
24  Struggling Students Program? 
 
25      A.    In the work group? 
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 1      Q.    Yes. 
 
 2      A.    Myself, our director of finance, Joelynn  
 
 3  Burgy, our staff for the ELL Program, Howard DeLeeuw,  
 
 4  who recently had joined OSPI from Spokane School  
 
 5  District.  I believe Bob Butts, who is our policy  
 
 6  director, had been in attendance.  And that -- that's  
 
 7  all I can remember, but there may have been more. 
 
 8      Q.    Okay.  You mentioned Mr. DeLeeuw came from  
 
 9  the Spokane School District at OSPI.   
 
10      A.    Uh-huh. 
 
11      Q.    What were his responsibilities in Spokane  
 
12  before he came to your organization? 
 
13      A.    My memory is that he was the director of the  
 
14  program for English Language Learners, although I don't  
 
15  know if that was his title or if there were some --  
 
16  there was something more to his job. 
 
17      Q.    Okay.  Did he bring with him to the work  
 
18  group his experience with the ELL Program out in  
 
19  Spokane? 
 
20      A.    He did. 
 
21      Q.    Now, in developing the proposal for OSPI that  
 
22  was made to the Basic Ed Task Force, was it assumed  
 
23  that the total amount of funding that was proposed for  
 
24  K-12 schools, was it assumed that the state would be  
 
25  responsible for 100 percent of that funding under the  
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 1  proposal? 
 
 2      A.    The Superintendent's proposal was to the Task  
 
 3  Force for what the state should fund, but there was  
 
 4  also consideration that the federal government does  
 
 5  provide funding for struggling students through the  
 
 6  Title One Program and for English Language Learners  
 
 7  through the Title III Program, and that perhaps there  
 
 8  may be some point where you could identify resources  
 
 9  that should be counted in the state's obligation from  
 
10  the federal government.  But that we -- at the time we  
 
11  were still evaluating whether or not federal law  
 
12  allowed that combining of state and federal resources.   
 
13            So her proposal was largely for what was the  
 
14  state's responsibility. 
 
15      Q.    Okay.  Did her proposal include a conclusion  
 
16  that it would be inappropriate to include federal  
 
17  funding? 
 
18      A.    I can't remember.  I think at the time we  
 
19  were not definitive. 
 
20      Q.    Okay.  Under this -- the OSPI proposal, was  
 
21  there any consideration of locally-funded staff or for  
 
22  compensation for state-funded staff that will be paid  
 
23  with local funds in amounts higher than the state base  
 
24  amounts? 
 
25      A.    Well, the Superintendent's proposal was,  
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 1  first, to identify how many staff were necessary to run  
 
 2  a school system.  And so, to the extent that the system  
 
 3  needed more staff and more were paid for with state  
 
 4  funds, of course compensation would be driven for --  
 
 5  there would be a shift in the responsibility for the  
 
 6  compensation of those employees.   
 
 7            Second, she made a proposal that assumed or  
 
 8  included the component to equalize salary allocation  
 
 9  across the state where the state is paying less for  
 
10  some school district staff than other school district  
 
11  staff, and assumed that, as part of the redefinition of  
 
12  Basic Education, the state would identify the component  
 
13  of supplemental salaries for teacher staff -- teaching  
 
14  staff that it's really a Basic Education  
 
15  responsibility.   
 
16            So, for example, the amount of contract days  
 
17  that the state pays for at the time was two learning  
 
18  improvement days beyond the school year, and she  
 
19  recommended that there would be 10 learning improvement  
 
20  days that would be the state's responsibility.   
 
21            That there -- another example isn't coming to  
 
22  me, but there are other examples of supplemental  
 
23  salaries that districts pay that she identified as a  
 
24  state responsibility. 
 
25      Q.    How was she able to identify why they were a  
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 1  state's responsibility? 
 
 2      A.    What is the purpose of the compensation.  So,  
 
 3  for example, oh, why I can't give an example.   
 
 4            Where a school district has a Curriculum  
 
 5  Committee, for example, and identification curriculum,  
 
 6  adopting curriculum is one of the central purposes of a  
 
 7  school district.  And you do that with a committee of  
 
 8  teachers and parents, curriculum experts.  And so  
 
 9  that's one aspect that's currently rolled into  
 
10  supplemental salaries that I think she would have  
 
11  identified, although the example isn't coming to me, as  
 
12  a state responsibility.   
 
13            So, supplemental salaries, we know how much  
 
14  districts pay for supplemental salaries.  We don't know  
 
15  all of the individual purposes that each district  
 
16  identifies within their contract.  So, one district may  
 
17  just identify the number of contract days beyond the  
 
18  school year that they pay for.  Another district will  
 
19  have a series of components to their supplemental  
 
20  salary contract.   
 
21            And so, what she identified as an important  
 
22  step in solving the financial crisis was to identify  
 
23  all of the aspects of supplemental salaries that were a  
 
24  state responsibility in that they were integral to the  
 
25  education of students and not an enhancement to  
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 1  providing students with a Basic Education. 
 
 2      Q.    Okay.  The finance --  
 
 3      A.    Oh, I finally thought of an example.  I'm so  
 
 4  sorry. 
 
 5      Q.    No, that's quite all right.  Better late than  
 
 6  never.  Why don't you provide us with your example. 
 
 7      A.    Part of supplemental salaries -- we know that  
 
 8  supplemental salaries are negotiated in order to  
 
 9  recognize that, among school districts that have  
 
10  different regional costs that their employees live  
 
11  with, and so, the state doesn't differentiate the base  
 
12  salary that it pays, for example, for teachers, based  
 
13  on a regional cost index.   
 
14            And so, as part of the Basic Education  
 
15  Finance Task Force deliberations, and even Washington  
 
16  Learns, there was identified that the state should  
 
17  adopt a regional cost index and should adjust the state  
 
18  allocation to districts therefore.   
 
19            And then a question becomes, of the  
 
20  supplemental salaries that districts pay today, how  
 
21  much of that would that -- how much of that  
 
22  supplemental salary would be identified as covered by  
 
23  the state if the state was adopting the index. 
 
24      Q.    Okay.  In the course of developing the OSPI  
 
25  proposal to the Basic Ed Task Force, was there some  
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 1  recognition that current levels of supplemental or TRI  
 
 2  pay being paid by the districts acted, in part, as a  
 
 3  proxy for regional Cost-of-Living Adjustments? 
 
 4      A.    Yes. 
 
 5      Q.    And was there some recognition that the  
 
 6  levels of supplemental or TRI pay being paid by the  
 
 7  districts reflected, in part, the hedonic value of  
 
 8  practicing in this district versus that district? 
 
 9      A.    Can you ask that question again?   
 
10      Q.    Sure.  Was there also some understanding  
 
11  developed in the development of the OSPI Task Force  
 
12  proposal that the supplemental or TRI pay act, in part,  
 
13  as a proxy for convincing teachers to work in district  
 
14  A versus district B? 
 
15      A.    Let me clarify something about your question  
 
16  and then answer it, if I may. 
 
17      Q.    Sure. 
 
18      A.    The Superintendent's -- Superintendent  
 
19  Bergeson did not make a formal proposal regarding a  
 
20  regional cost index and the variations that you can  
 
21  make, nor did she make a formal specific proposal about  
 
22  what supplemental salaries should or shouldn't be.   
 
23  Because at the time, it was June 2008, the Institute  
 
24  for Public Policy was still researching salary  
 
25  information and she was awaiting the outcome of that  
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 1  research.   
 
 2            So, her proposal was assuming that that --  
 
 3  that those adjustments would be made but she did not  
 
 4  have a specific regional cost index -- 
 
 5      Q.    Okay. 
 
 6      A.    -- underlying her proposal.   
 
 7            The Washington Learns consultants, Picus and  
 
 8  Odden, hired a second or third consultant to develop  
 
 9  the hedonic method of looking at regional cost.  And  
 
10  so, while Superintendent Bergeson was considering  
 
11  various proposals, that wasn't a specific element of  
 
12  hers. 
 
13      Q.    Let's turn to Exhibit 68, the PowerPoint  
 
14  presentation to the Renton School District that  
 
15  Mr. Ahearne asked you a number of questions about back  
 
16  in September.  I'd like to turn to slide nine first. 
 
17            THE COURT:  Mr. Clark, we'll probably go  
 
18  until 11 o'clock this morning before we take a recess,  
 
19  if that's all right with the lower bench?  Theresa?   
 
20  Cindie?  We'll go until 11:00 and recess then. 
 
21            MR. CLARK:  That will be fine, Your Honor. 
 
22            THE COURT:  Thank you. 
 
23  BY MR. CLARK: 
 
24      Q.    Have you found the State Underfunding Pushes  
 
25  Costs Onto Maxed-Out Local Funds slide? 
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 1      A.    I have. 
 
 2            MR. CLARK:  Okay.  We're all caught up?   
 
 3  Slide nine? 
 
 4      Q.    The first point that's made on the slide is  
 
 5  local funds are typically levy and Local Effort  
 
 6  Assistance (LEA) dollars.   
 
 7            Levy funds are, in fact, local funds, are  
 
 8  they not?  They're locally raised, locally imposed? 
 
 9      A.    Yes. 
 
10      Q.    Local Effort Assistance is actually state  
 
11  funding that's provided to districts, is it not? 
 
12      A.    Yes. 
 
13      Q.    And what is the reason for the state's  
 
14  provision of Local Efforts Assistance funding? 
 
15      A.    That is a pool of resources provided to  
 
16  property poor school districts as a -- basically, a tax  
 
17  reduction for the property owners in that district. 
 
18      Q.    Okay.  The bullet below the local funds one I  
 
19  just quoted says, Includes federal and I-728 funds in  
 
20  this analysis.  
 
21            Neither the federal or the I-728 are local  
 
22  funds as well, are they? 
 
23      A.    They are local in the sense that the school  
 
24  district has a great deal of control over the use of  
 
25  these resources, and they are local in the sense that  
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 1  they inflate on -- they inflate based on factors  
 
 2  outside of control of the state or the district.   
 
 3            So, for example, this is an analysis of the  
 
 4  comp -- of what happens when compensation costs  
 
 5  increase faster than the revenue sources that provide  
 
 6  for the compensation.   
 
 7            So 728, for example, districts hired  
 
 8  something like 4,000 employees with their Initiative  
 
 9  728 funding.  The cost of employees increases much  
 
10  faster than Initiative 728 inflates.  So, this is not  
 
11  an analysis of just local levy funds.  It's more a  
 
12  broader analysis of the disconnect between the broken  
 
13  revenue and its broken costs.  And that's why there's  
 
14  a --  
 
15      Q.    Okay.  Again, the federal and I-728 funds are  
 
16  not funds or revenue sources that are derived locally. 
 
17      A.    Correct. 
 
18      Q.    Okay.  But they're considered in the mix of  
 
19  local funds for the common elements that are listed on  
 
20  slide nine, Discretionary, not state, Basic Education  
 
21  do not inflate with staffing base costs. 
 
22      A.    Yes. 
 
23      Q.    So for those reasons, even though Local  
 
24  Effort Assistance, federal money and I-728 funds are  
 
25  not local funds, they are part of the mix you're  
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 1  considering in your analysis of the flexibility that  
 
 2  exists in local funds to cover costs that are caused by  
 
 3  including those in the mix, correct? 
 
 4      A.    Yes. 
 
 5      Q.    Okay.  And that's because, if staff is paid  
 
 6  with federal funds or I-728 funds but local funds are  
 
 7  necessary in order to provide part of the compensation  
 
 8  to them, they are actually a federal or state funding  
 
 9  source that has local implications as well. 
 
10      A.    Yes. 
 
11      Q.    And the maxed-out funds you're analyzing here  
 
12  are the local levy funding, correct? 
 
13      A.    This analysis was -- it's primarily local  
 
14  levy funding, but what I wanted to make sure is that I  
 
15  took into account all of the funds that a district has  
 
16  a lot of discretion over.  So I think, as we proceed  
 
17  through this exhibit, I just have to be careful to  
 
18  understand and explain if I'm just looking at local  
 
19  levy or if I'm looking at the broader context of local  
 
20  funds.   
 
21      Q.    Okay.  And I think the point that slide nine  
 
22  is trying to make here may be encapsulated best in the  
 
23  last point on slide nine where it indicates that local  
 
24  funds barely cover compensation increases for levy  
 
25  federal and I-728 employees.   
 
 
 
                                                                     4401 
 
 1            Levy employees would be the employees who are  
 
 2  not state-funded.  They are above the state-funded  
 
 3  ratios and, therefore, the locals are picking up their  
 
 4  compensation right from the get-go, correct? 
 
 5      A.    Right. 
 
 6      Q.    And the point you're making is that local  
 
 7  funds are also impacted because, to the extent the  
 
 8  levy-funded employees get compensation increases  
 
 9  through the collective bargaining arguments, local  
 
10  funds have to be used in order to provide those  
 
11  increases, correct? 
 
12      A.    Yes? 
 
13      Q.    And the same is true with the federally- 
 
14  funded employees.  To the extent that there are  
 
15  compensation increases that are above the federal  
 
16  funding that's provided to compensate those employees,  
 
17  those compensation increases must also be funded out of  
 
18  local levy funding. 
 
19      A.    Yes. 
 
20      Q.    And last but not least, the I-728 employees,  
 
21  which are state-funded, as to those employees, when  
 
22  they get compensation increases, to the extent the  
 
23  state isn't providing the funding for them as Basic  
 
24  Education staff, those compensation increases also have  
 
25  to come out of local funding.   
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 1      A.    Yes. 
 
 2      Q.    So what we're really analyzing in nine here  
 
 3  is even, as to employees who ostensively are state- 
 
 4  funded or whose compensation is provided by the federal  
 
 5  government, if they are granted compensation increases  
 
 6  pursuant to the collective bargaining agreement, the  
 
 7  source of the funding for those increases has to be the  
 
 8  local funds. 
 
 9      A.    Yes.  And I would also say that if the staff  
 
10  are granted a salary Cost-of-Living Adjustment by the  
 
11  state as just a regular COLA, those funds also have to  
 
12  fund the COLA.  So it's not just the bargaining  
 
13  agreement that drives salary increases, it's also the  
 
14  state. 
 
15      Q.    Yeah.  And the reason for that -- perhaps  
 
16  maybe you could explain the reason why that occurs.   
 
17  Because that's a nuance of this funding that I want to  
 
18  make sure the record is very clear about.   
 
19            Why does it happen that way, Ms. Priddy?  I'm  
 
20  not looking for policy velocity, but what's the  
 
21  mechanism by which it happens that way? 
 
22      A.    Well, the state initiatives 732 that provides  
 
23  the cost-of-living increase, I think, reaffirms what is  
 
24  already underlying state law, which is that a  
 
25  bargaining unit of like employees have to be paid on a  
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 1  like schedule, so it's not the same exact salary, for  
 
 2  example, if you're a new teacher or a mid-career  
 
 3  teacher.  But you can't treat that -- you can't treat  
 
 4  employees differentially.  And so the state grants a  
 
 5  Cost-of-Living Adjustment that, in effect, applies to  
 
 6  all employees, not just the state-funded employees. 
 
 7      Q.    Okay.  And the provision of COLAs to school  
 
 8  district employees, that was also the subject matter of  
 
 9  a popular initiative, I-732?   
 
10      A.    Yes. 
 
11      Q.    Okay.  I want to go on to slide number 18.   
 
12  It's the pie chart that says State and Local and  
 
13  Federal Funds Total 9.3 billion. 
 
14      A.    Okay. 
 
15      Q.    Now, this slide 18 in Exhibit 68 indicates  
 
16  that the pie chart is based upon 07-08 budget  
 
17  resources.  That would indicate it's taken from the  
 
18  F-195 budgetary documents? 
 
19      A.    Yes. 
 
20      Q.    Okay.  Do you have any way of telling us --  
 
21  or do you know rather, if, in fact, the budgeted  
 
22  resources as depicted here turned out to be what the  
 
23  actual resources for the 08-09 school year were? 
 
24      A.    The actual resources for the 07-08 school  
 
25  year or the 08-09?   
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 1      Q.    Yeah, to 07-08 school year.   
 
 2      A.    I don't recall how close they were. 
 
 3      Q.    Okay.  This would indicate on the pie chart  
 
 4  that the combined funding from the state and the  
 
 5  federal sources was about $7,400 per student, if you  
 
 6  add the two together, correct? 
 
 7      A.    This is looking at total resources, not per  
 
 8  student resources, but I think we do have about a  
 
 9  million students, so --  
 
10      Q.    Right.   
 
11      A.    -- it's safe. 
 
12      Q.    So these are, again you're correct, total  
 
13  resources.  But if we assume about a million students  
 
14  and we add the state and the federal components here,  
 
15  we'll end up with 7,400 or so per student figure.   
 
16      A.    Yes. 
 
17      Q.    And, again, knowing you can't be precise  
 
18  about how things turned out for the 08-09 school year,  
 
19  7,400 per student in state and federal funding  
 
20  combined, does that sound like it turned out that way? 
 
21      A.    I don't recall that piece of data so all I  
 
22  can conclude is that it's safe to conclude for  
 
23  conversational purposes at this point. 
 
24      Q.    All right.   
 
25      A.    But you can't quote me on what the  
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 1  per-student allocation was. 
 
 2      Q.    How about the 08-09 year, do you recall what  
 
 3  budgeted resources, again, that were state-funded and  
 
 4  federal-funded were budgeted to be? 
 
 5      A.    The budgeted resources for the 08-09 year  
 
 6  were $10.1 billion, but I don't recall the split  
 
 7  between state, federal, and local resources. 
 
 8      Q.    Okay.  I want to turn next to slide 25.  It's  
 
 9  Continuation of the Staffing Recommendations slide from  
 
10  slide 24. 
 
11      A.    Okay. 
 
12      Q.    The first bullet indicates, Certificated  
 
13  instructional staffing resources are the foundation for  
 
14  the school and must address academic and nonacademic  
 
15  needs of all students.   
 
16            What nonacademic needs are being referred to  
 
17  here that should be addressed through certificated  
 
18  instructional staffing and resources? 
 
19      A.    There are two components to the certificated  
 
20  instructional definition that I believe I was referring  
 
21  to as nonacademic, and the first is school nursing, and  
 
22  second would be guidance and counseling.  Although  
 
23  there are arguments that those aspects of the school  
 
24  staff are very directly related to a student's academic  
 
25  success. 
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 1      Q.    Okay.  The second bullet on slide 25  
 
 2  indicating, Staffing resources are driven through Basic  
 
 3  Education Funding Formulas, was that a recommendation  
 
 4  for the new K-12 finance program being proposed by  
 
 5  OSPI?   
 
 6      A.    Her staffing recommendations -- what I was  
 
 7  reiterating there was that her staffing recommendations  
 
 8  would be part of Basic Education, not a categorical  
 
 9  program that would not be part of the state's  
 
10  requirement -- 
 
11      Q.    All right. 
 
12      A.    -- for funding. 
 
13      Q.    So it's not contemplated that under the new  
 
14  system as proposed by OSPI, the staffing resources  
 
15  would be driven through the Basic Education Funding  
 
16  Formula.  There would still be Basic Education Funding  
 
17  Formula? 
 
18      A.    Right. 
 
19      Q.    Okay.  But we would roll into them, under  
 
20  this proposal anyway, the categorical sources of  
 
21  funding as well? 
 
22      A.    I don't remember.  The categorical programs  
 
23  that she -- that she was focused on, the ELL Program  
 
24  and the Struggling Students, are currently part of the  
 
25  state's Basic Education Program and she continued to  
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 1  recommend that they be a categorical component.   
 
 2            So I don't -- I'm not clear on what I was  
 
 3  saying here. 
 
 4      Q.    Okay.  Now, the next point states, Allocation  
 
 5  formula plus legislative intent documented.   
 
 6            What is that referring to? 
 
 7      A.    I don't remember. 
 
 8      Q.    Okay.  The final point, Phase in of  
 
 9  improvements will take many years.  That seems self- 
 
10  evident.   
 
11            But is it true that under the proposal by  
 
12  OSPI there would be a phase-in of the improvements that  
 
13  would take many years? 
 
14      A.    Yes.  Her proposal involved quite a  
 
15  substantial increase in staffing.  And so in discussing  
 
16  her proposal with the Trenton School Board and others,  
 
17  I wanted to reiterate that it wasn't an overnight  
 
18  transformation of the school system. 
 
19      Q.    On slide 26, in the next one I'd like to go  
 
20  to, there's a pie chart.  But the pie chart, I think,  
 
21  simply illustrates the basic point that you brought out  
 
22  in your testimony and that's that under the current  
 
23  system, school districts hire many more classified  
 
24  staff than are provided by the state funding ratios,  
 
25  correct? 
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 1      A.    Yes. 
 
 2      Q.    And, in fact, this Basic Education Classified  
 
 3  Staff pie chart quantifies both the number of  
 
 4  additional locally-funded staff that are hired and the  
 
 5  compensation costs for those locally-funded staff,  
 
 6  correct? 
 
 7      A.    Yes. 
 
 8      Q.    And under the OSPI proposal, was it assumed  
 
 9  that this additional locally-funded staff and the  
 
10  additional compensation costs incurred with local funds  
 
11  would be taken over by the state? 
 
12      A.    Not necessarily.  Her proposal was to  
 
13  identify how many staff the system needed and, to the  
 
14  extent that that paid for some of the staff that  
 
15  districts currently employ using local funds, then that  
 
16  was a kind of effect of her proposal, but she didn't  
 
17  set out in writing her proposal to say I must cover --  
 
18  I must make a proposal to make sure that the state  
 
19  covers all 3,068 staff that are listed in this chart.   
 
20            She started with the question of, what do I  
 
21  think they need.  Not looking at what do they have and  
 
22  let me just propose that we pay for them. 
 
23      Q.    Okay. 
 
24      A.    And if I could make a small distinction, it  
 
25  is a Superintendent's proposal for the Basic Ed Task  
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 1  Force, not the office's -- 
 
 2      Q.    Okay. 
 
 3      A.    -- proposal. 
 
 4      Q.    If I glossed over that or don't pay  
 
 5  appropriate attention to it, you can feel free to  
 
 6  remind me.   
 
 7      A.    I will, only once. 
 
 8      Q.    I'll try to keep it straight.   
 
 9            Let's go on to slide 27, which deals with the  
 
10  OSPI recommendations to the Task Force for classified  
 
11  staff per 1,000 students. 
 
12            And these are different categories of  
 
13  classified staff with the comparison between how far  
 
14  the current funds will allow you to hire in terms of  
 
15  numbers and how many -- how many classified staff in  
 
16  each of the these categories per 1,000 students the  
 
17  Superintendent is recommending, correct? 
 
18      A.    Correct. 
 
19      Q.    Okay.  And was the source of this  
 
20  recommendation the work group activity for classified  
 
21  staff that you described in your earlier testimony? 
 
22      A.    The work group -- there were some work groups  
 
23  that made specific recommendations, but many of these  
 
24  recommendations were driven actually by the Washington  
 
25  Learns recommendations by Picus and Odden.  So, for  
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 1  example, the facilities, custodian -- I'm sorry, the  
 
 2  custodians, the groundskeepers, and the maintenance  
 
 3  workers, those recommendations were based on the Picus  
 
 4  and Odden research. 
 
 5      Q.    Okay.   
 
 6      A.    The student and staff safety recommendation  
 
 7  was based on a work group or a small group of school  
 
 8  districts and what they were purchasing and what they  
 
 9  could buy with what -- with the -- what they were  
 
10  buying in order to implement the state requirements. 
 
11      Q.    All right.  Could you turn to slide 30,  
 
12  please, Differences in Teacher Salary Impacts Morale  
 
13  and Retention.   
 
14            I think that this graphic information on  
 
15  slide 30 help us to understand the equalizing  
 
16  proposition and also how to factor in or consider  
 
17  additional and supplemental salaries. 
 
18            First of all, why was Everett selected as a  
 
19  point of comparison as against the typical teacher  
 
20  salaries? 
 
21      A.    The state has a base salary for teachers, and  
 
22  there are 12 districts that have salary allocation  
 
23  greater than the base and Everett is the highest. 
 
24      Q.    So, was the proposition of equalizing teacher  
 
25  salaries, did that mean that the state would then raise  
 
 
 
                                                                     4411 
 
 1  the base compensation level of every district's funding  
 
 2  to the level that Everett enjoyed? 
 
 3      A.    That's typically how equalizing is  
 
 4  envisioned, yes. 
 
 5      Q.    Okay.  We weren't trying to say, Everett,  
 
 6  come on down to a certain level.  We're basically  
 
 7  taking the highest -- the highest-funded district from  
 
 8  the base pay consideration and saying, to equalize,  
 
 9  we'll move everybody up to that highest point.   
 
10      A.    That's what Superintendent Bergeson  
 
11  envisioned. 
 
12      Q.    Okay.  And that would account for the light  
 
13  blue -- or, actually, let me ask it a better way. 
 
14            In these bar charts that compare typical  
 
15  versus Everett, what do each of the different  
 
16  colorations signify so that we understand? 
 
17      A.    Sure.  The dark blue is the state allocation  
 
18  for Everett teachers that are mid-career teachers and  
 
19  for all other districts as the base.  Add then there  
 
20  are 11 districts in between these two bars.   
 
21            And the light blue just illustrates the  
 
22  average additional salary that is experienced by most  
 
23  teachers or average teachers statewide.  And Everett  
 
24  has a slightly higher additional salary, and so that's  
 
25  illustrated, specifically, for Everett.   
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 1            Now, when we -- when I was relating the  
 
 2  Superintendent's proposal with regard to equalization,  
 
 3  her proposal was that the base salary for all districts  
 
 4  be increased to the Everett, not necessarily the  
 
 5  supplemental salaries, although she did have positions  
 
 6  with regard to how supplemental salaries should be  
 
 7  absorbed by the state with some components.  We talked  
 
 8  about the regional cost-of-living index. 
 
 9      Q.    Okay.  And the additional or supplemental  
 
10  salaries that are being discussed on slide 30, those  
 
11  are paid pursuant to collective bargaining agreements? 
 
12      A.    Yes. 
 
13      Q.    So under the Superintendent's proposal, the  
 
14  state would assume responsibility for equalizing  
 
15  district teacher salary compensation to the Everett  
 
16  level but would also -- the state would also assume  
 
17  some component of the additional salaries that were  
 
18  being paid by the districts as well.   
 
19      A.    Correct. 
 
20      Q.    But not the entire additional salary. 
 
21      A.    Yes.  At the time we were -- she was still  
 
22  waiting for research by the Institute for Public Policy  
 
23  to refine her position with regard to what supplemental  
 
24  salary was appropriate for the state to absorb or take  
 
25  responsibility for. 
 
 
 
                                                                     4413 
 
 1      Q.    And do you recall, offhand, what the --  
 
 2  either by percent or amount -- the Superintendent ended  
 
 3  up recommending after the public policy feedback was  
 
 4  provided? 
 
 5      A.    No.  I'm sorry, I don't. 
 
 6      Q.    Do you recall if the public policies  
 
 7  recommendation -- or feedback, rather to the  
 
 8  Superintendent indicated that the state should pick up  
 
 9  the entire differential between state base pay and  
 
10  total teacher compensation? 
 
11      A.    I'm sorry.  You'd have to ask the question  
 
12  again. 
 
13      Q.    Okay.  Let's look at slide 30.  Point three  
 
14  says, Additional supplemental salaries on average,  
 
15  merely 8,000 per teacher statewide.  So --  
 
16      A.    Right. 
 
17      Q.    -- it's quantifying that, on average,  
 
18  supplemental compensation for teachers above and beyond  
 
19  the base is $8,000 on average; is that correct? 
 
20      A.    Yes. 
 
21      Q.    If we assume the 8,000 number, did the  
 
22  Superintendent's proposal say the state should, in  
 
23  effect, step up and pay the $8,000? 
 
24      A.    Where I'm getting tripped up is that I don't  
 
25  think that she made a specific proposal herself with  
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 1  regard to supplemental salaries.  There's no document,  
 
 2  for example. 
 
 3      Q.    Okay. 
 
 4      A.    So her proposal was, generally, that the --  
 
 5  as the Basic Ed Task Force deliberations were taking  
 
 6  place and she was a member, that the state should adopt  
 
 7  a regional cost-of-living index, that there were,  
 
 8  perhaps, other components to a new salary schedule that  
 
 9  the state would adopt, and that, as part of that  
 
10  analysis for the future, the state would need to  
 
11  identify what components of supplemental salaries the  
 
12  districts are currently paying would now be covered by  
 
13  the new compensation structure or the regional cost-of- 
 
14  living index.   
 
15            And my memory is that there was -- the Task  
 
16  Force did not establish a percentage or a dollar amount  
 
17  at the time. 
 
18      Q.    Okay.  Let's turn to slide 31. 
 
19      A.    I think I have one more thing to answer with  
 
20  regard to your other question. 
 
21      Q.    Okay.  Please do.   
 
22      A.    Her position in the course of the Task Force  
 
23  deliberations were not that the state had to absorb all  
 
24  of the supplemental salaries, that supplemental  
 
25  salaries that were an enhancement to the state's Basic  
 
 
 
                                                                     4415 
 
 1  Education responsibilities would still be allowable and  
 
 2  appropriate because some local enhancements may be  
 
 3  perfectly necessary.   
 
 4            But that there was certainly the state had  
 
 5  the revisit what was its responsibility. 
 
 6      Q.    Was there any identification by the  
 
 7  Superintendent or by yourself or others working to  
 
 8  assist her in developing her proposal, was there any  
 
 9  identification, quantification of how much of the  
 
10  supplemental or additional salaries was felt to be a  
 
11  Basic Education responsibility versus an enhancement? 
 
12      A.    Not that I can recall. 
 
13            MR. CLARK:  Okay.  Your Honor, I have a few  
 
14  questions on the next slide, but we're about 10:59 and  
 
15  30 seconds.  Do you want me to stop now or do you want  
 
16  me to go on?   
 
17            THE COURT:  Why don't we stop here. 
 
18            MR. CLARK:  Okay. 
 
19            THE COURT:  We'll take our morning recess for  
 
20  15 minutes and resume with Ms. Priddy's testimony.   
 
21                Court will be at recess.   
 
22            (Whereupon a recess was taken.) 
 
23            THE COURT:  Please be seated.  And,  
 
24  Ms. Priddy, if you would please retake the stand.   
 
25                Mr. Clark, you may continue. 
 
 
 
                                                                     4416 
 
 1            MR. CLARK:  Thank you, Your Honor. 
 
 2  BY MR. CLARK: 
 
 3      Q.    Ms. Priddy, I was going to move on to slide  
 
 4  31 in Exhibit 68.  It's a bar graph on Additional  
 
 5  Salaries Increase Rapidly.   
 
 6      A.    Yes. 
 
 7      Q.    And does slide 31, in your presentation,  
 
 8  indicate for each year the annual percent increase that  
 
 9  occurs with regard to supplemental or TRI contracts  
 
10  that are awarded to teachers by districts? 
 
11      A.    Yes. 
 
12      Q.    The figures and the graph on page 31 indicate  
 
13  it's projected through the 08-09 year that there be a  
 
14  6.3 percent increase that year in additional salaries. 
 
15            Can you update this line and tell us, for  
 
16  example, today, or based on the latest data, what the  
 
17  additional salary increase for the 08-09 year was? 
 
18      A.    My recollection is that it was substantially  
 
19  higher than 6.3 percent.  It was an 8.7, 8.9 percent  
 
20  range. 
 
21      Q.    Okay.  This is only tracking the supplemental  
 
22  and TRI contract aspect of compensation, correct? 
 
23      A.    Yes.  It's called additional salaries in  
 
24  our -- 
 
25      Q.    All right.  Do you know what the percent  
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 1  increase, if there was one, for the -- for the ensuing  
 
 2  year, the budget year for school year 2009 to 2010? 
 
 3      A.    No, we don't have data from school districts  
 
 4  yet on teachers' salaries until December. 
 
 5      Q.    Okay.  Are you referring to -- the December  
 
 6  stuff, are you referring to the financial statements  
 
 7  that come in? 
 
 8      A.    And this data for additional salaries comes  
 
 9  off of the S-275 personnel report where districts  
 
10  report all of the staff statewide by activity and duty,  
 
11  and they also provide their salary.  And that report is  
 
12  a snapshot of October, and we received the data in  
 
13  December, I believe. 
 
14      Q.    Okay.  Now, the increases that are depicted  
 
15  here by year for additional salaries, they're depicted  
 
16  on page 31, are the increases in additional salaries  
 
17  paid to school district teachers, in part, responsible  
 
18  for the strain on local funds that is discussed  
 
19  throughout Exhibit 68? 
 
20      A.    Yes. 
 
21      Q.    Let's go on to slide 32.  And this one is a  
 
22  slide similar to an earlier one we reviewed.  Only  
 
23  slide 32 discusses classified and administrative  
 
24  salaries, correct? 
 
25      A.    Yes. 
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 1      Q.    And let's take the classified indication.   
 
 2  The three-colored stack or column or whatever it is. 
 
 3            Why don't you take us through each of the  
 
 4  color variations here and explain what they each  
 
 5  represent for classified.   
 
 6      A.    Okay.  So the base salary of 30,688 is the  
 
 7  amount that the state pays, at a minimum, to all school  
 
 8  districts.   
 
 9            The grape component is the additional amount  
 
10  that some school districts receive -- or they receive a  
 
11  portion of that 4,539.   
 
12            So the two districts that I have in mind, I'm  
 
13  pretty sure I recollect correctly, is that the Seattle  
 
14  School District gets the combination of the 30,688 and  
 
15  the 4,540 as an allocation for each of their classified  
 
16  staff.   
 
17            But Olympia School District only gets the  
 
18  minimum, and I can't -- I can't recall the number of  
 
19  districts that exceed the minimum, but there is a whole  
 
20  range up to the Seattle level.   
 
21            But when you look at what districts actually  
 
22  pay, they actually pay on average 36,593.  So the  
 
23  school districts are receiving a variable amount of  
 
24  money from the state for the Basic Education staff,  
 
25  that the formula unit drives, and then they ultimately  
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 1  have to pay based on market costs and their bargaining  
 
 2  process.   
 
 3            And for classified staff, it's typically  
 
 4  36,600 for administrative staff.  It's typically  
 
 5  principals, they pay an average of $96,000.   
 
 6      Q.    Okay.  Staying on the classified just for a  
 
 7  few more seconds here.  The blue band at the top,  
 
 8  $1,316 amount, that represents the additional salary  
 
 9  that the districts pay pursuant to their collective  
 
10  bargaining agreements? 
 
11      A.    Yes. 
 
12      Q.    Okay.  And, again --  
 
13      A.    Over and above the state allocation. 
 
14      Q.    Right. 
 
15      A.    Okay. 
 
16      Q.    Over and above the state allocation.   
 
17            And just as we used Everett as the highest  
 
18  paying district for certificated in our equalizing  
 
19  analysis, we use Seattle School District, which is the  
 
20  highest per classified staff, for purposes of  
 
21  equalizing in that area. 
 
22      A.    Yes. 
 
23      Q.    Okay.  Let's go on to the administrative bar,  
 
24  and I'll have you do the same thing.  Explain what each  
 
25  of the three colored bands in this bar stack, or  
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 1  whatever it is, represents.   
 
 2      A.    It's a very similar concept to the classified  
 
 3  in that this minimum state allocation for  
 
 4  administrative staff units is 57,000.  But for some  
 
 5  school districts, they receive an additional $23,000 or  
 
 6  some amount above the base, based on the snapshot taken  
 
 7  decades ago, I guess.  I can't remember how many  
 
 8  years.  But when you look at what school districts  
 
 9  actually have to pay, it's on average 96,450.   
 
10            And so districts -- what this means is that  
 
11  districts subsidize the salary of administrators at  
 
12  various levels.  So, the district that receives the  
 
13  greatest amount, about $80,000 for the  
 
14  administrators -- I think it's Snoqualmie, but they  
 
15  still have to subsidize $15,000 on top of what the  
 
16  state allocates.  And the state allocates four staff  
 
17  per 1,000 students.  So, for those staff that the state  
 
18  is generating, districts subsidize a varying amount of  
 
19  the salary.   
 
20            And I think there's one other important  
 
21  aspect of this, which is that, for kind of the top, the  
 
22  teal or the light-blue color, that salary, that amount  
 
23  of money districts also have to subsidize to pension  
 
24  contributions on that amount of money and the Cost-of- 
 
25  Living Adjustment, and so it's not just the $15,000  
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 1  that they subsidize.  And they also have to subsidize  
 
 2  the gray band because they're the lowest paid school --  
 
 3  or they're among the lower allocations.  They have to  
 
 4  pay the pension costs and the Cost-of-Living  
 
 5  Adjustments associated with that component of the  
 
 6  salary. 
 
 7      Q.    Okay.  And when it comes to the teal band,  
 
 8  the upper most one on the administrative side, the  
 
 9  $15,638 amount, is that paid pursuant to collective  
 
10  bargaining agreements? 
 
11      A.    Yes. 
 
12      Q.    Okay. 
 
13      A.    I believe so. 
 
14      Q.    Okay.  If not collective --  
 
15      A.    They're --  
 
16      Q.    -- bargaining agreements, it's paid pursuant  
 
17  to the contract --  
 
18      A.    Yes.   
 
19      Q.    -- the administrative staff would have with  
 
20  the school district.   
 
21      A.    Exactly. 
 
22      Q.    Okay.  Now, so the equalizing band is what it  
 
23  would take to bridge the gap between the lowest-funded  
 
24  district for administrative salaries and Snoqualmie,  
 
25  the highest one? 
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 1      A.    Yes. 
 
 2      Q.    Okay.  And, again, you did make the point in  
 
 3  your testimony and slide 32 makes it as the second  
 
 4  point below point four, districts also pay difference  
 
 5  in salary and COLA/benefits.   
 
 6            And are the differences in salary and  
 
 7  COLA/benefits that you're referring to there items that  
 
 8  are paid pursuant to the collective bargaining  
 
 9  agreements? 
 
10      A.    No.  The pension benefits are determined by  
 
11  the state. 
 
12      Q.    Okay. 
 
13      A.    And so the state determines the pension that  
 
14  you receive, and that drives the contribution that  
 
15  school districts must make to the pension system.  And  
 
16  that's just a straight calculation -- 
 
17      Q.    Okay. 
 
18      A.    -- on whatever your salary is. 
 
19      Q.    Okay. 
 
20      A.    So right now, for a Teacher's Retirement  
 
21  System employee, school districts pay about 6.1  
 
22  percent.  So on an administrator of over a hundred  
 
23  thousand dollars, $6,000 goes into the pension system. 
 
24      Q.    Okay.  Now --  
 
25      A.    The state -- can I just finish on public more  
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 1  point? 
 
 2      Q.    Yes, please.  I didn't mean to interrupt.   
 
 3      A.    If it's $100,000, if the state is allocating  
 
 4  salary of 57,000, the state is only sending the  
 
 5  district the pension contribution of six percent on the  
 
 6  57,000.  And the district, therefore, subsidizes the  
 
 7  pension contribution on the rest of the salaries.  So  
 
 8  the gray band and the teal. 
 
 9      Q.    Okay.  That's just the pension benefit.   
 
10      A.    Yes. 
 
11      Q.    Let's leave the pension benefit aside and  
 
12  I'll ask the same question.   
 
13            Is the difference in salary and  
 
14  COLA/benefits, leaving pension aside, something that's  
 
15  paid pursuant to the collective bargaining agreement  
 
16  provisions? 
 
17      A.    So let's keep going with the administrator  
 
18  because it's a nice round number. 
 
19      Q.    Okay. 
 
20      A.    If the state grants a Cost-of-Living  
 
21  Adjustment of four percent --  
 
22      Q.    Right.   
 
23      A.    -- the state will send to a district the four  
 
24  percent on the 57,000. 
 
25      Q.    Correct.   
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 1      A.    And the district then comes up with the rest  
 
 2  of the COLA for that administrator. 
 
 3      Q.    Okay. 
 
 4      A.    If the district also grants, say, another two  
 
 5  percent COLA on top of the four, the district absorbs  
 
 6  the full cost of the two percent COLA on the whole  
 
 7  salary because the state is only funding a four percent  
 
 8  COLA on the 57,000. 
 
 9      Q.    Okay.  The two percent example you just used,  
 
10  the source of the district's obligation to pay that  
 
11  would come from the collective bargaining agreement. 
 
12      A.    Yes. 
 
13      Q.    Okay.  All right.  And, finishing up on slide  
 
14  32, the $366 million figure, 226 million of that would  
 
15  relate to the equalizing component alone with the  
 
16  balance of 140 million representing the difference  
 
17  between an equalized allocation and what the district  
 
18  pays above that pursuant to its collective bargaining  
 
19  agreements.   
 
20      A.    Yes.  So put another way, the 226 million  
 
21  gets everybody up to the top of the gray band, and then  
 
22  the $140 million gets all districts for state-funded  
 
23  staff up to the top of the teal. 
 
24      Q.    Okay.  Let's move to slide 37, which is the  
 
25  one that talks about districts spending over 80 percent  
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 1  of the NERC allocation on utilities and insurance.   
 
 2            I had to write the number 37 on this page  
 
 3  because I couldn't find a 37, but it's between 36 and  
 
 4  38. 
 
 5      A.    Thanks. 
 
 6      Q.    All right? 
 
 7      A.    Yes. 
 
 8      Q.    Now, there are -- the last four bands on  
 
 9  slide 37 are either budgeted, preliminary budgeted, or  
 
10  projective.  And for the 07-08 and 08-09 years, did the  
 
11  budgeted amounts turn out to be pretty much what  
 
12  actually happened, or are we dealing with something  
 
13  larger or smaller?  I mean, what was the change, if  
 
14  there was one? 
 
15      A.    So, this slide looks at how many districts  
 
16  spent 80 percent or more on utilities and insurance,  
 
17  and the only data that I have in my head is for school  
 
18  districts that spent 100 percent. 
 
19      Q.    Uh-huh.   
 
20      A.    So for the 2007-08 year, the actual  
 
21  expenditure -- 46 districts actually spent more than  
 
22  100 percent of their NERC -- their total NERC  
 
23  allocation just on utilities and insurance. 
 
24      Q.    Okay. 
 
25      A.    And I just don't have the companion number in  
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 1  my head. 
 
 2      Q.    All right.  Now, in the insurance area, what  
 
 3  type of insurance are we talking about? 
 
 4      A.    It's liability insurance for employees and  
 
 5  property I believe. 
 
 6      Q.    Okay.  It's the --  
 
 7      A.    It's not health, life, and disability.  It's  
 
 8  not health insurance for employees. 
 
 9      Q.    Okay.  I wanted to be sure of that.  It's,  
 
10  basically, insurance to cover the risk of a damage to  
 
11  school-owned property.   
 
12      A.    Yes. 
 
13      Q.    The school buildings, their buses, and so  
 
14  forth.   
 
15            Would it also be liability insurance for acts  
 
16  and omissions by school employees? 
 
17      A.    It is, yes. 
 
18      Q.    Okay.  So if, you know, a teacher negligently  
 
19  injures a student, the insurance would be to cover the  
 
20  school district's potential exposure for the acts of  
 
21  its employees?   
 
22      A.    Yes. 
 
23      Q.    Turn to the next slide, please, slide 38.   
 
24            And my question here is with regard to the  
 
25  SBI's recommendation regarding NERCS.  It contemplated  
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 1  that the additional amount of the $1,101 per student  
 
 2  with an additional 282 per student for technology, that  
 
 3  those would be phased in over a period of seven years? 
 
 4      A.    Yes. 
 
 5      Q.    And why was the -- 
 
 6      A.    Actually -- I'm sorry.  I have to be more  
 
 7  specific.   
 
 8            Her proposal for instructional technology was  
 
 9  very definitely phased in over seven years.  I don't  
 
10  believe that she made a phase-in proposal for the  
 
11  underlying NERC.  I think she -- her proposal was that  
 
12  the state was responsible for that immediately.  But I  
 
13  don't think she had a lot of emphasis on the timing  
 
14  other than the instructional technology, and the reason  
 
15  is that the instructional technology might take time  
 
16  for school districts to absorb and move into the  
 
17  classroom and use well as an instructional tool. 
 
18      Q.    Okay.  Do you know if OSPI maintains  
 
19  information or data on a technology inventory of the  
 
20  school districts? 
 
21      A.    Yes.  OSPI does have a technology survey. 
 
22      Q.    And can you describe for the court what that  
 
23  involves? 
 
24      A.    No, not very well. 
 
25      Q.    Okay.  So you know that there is a technology  
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 1  survey, but the particulars of it you're not familiar  
 
 2  with? 
 
 3      A.    I'm not, no. 
 
 4      Q.    Okay.  Do you understand or know what the  
 
 5  purpose of the technology survey is? 
 
 6      A.    The purpose is to understand the investments  
 
 7  that districts are making in technology and how those  
 
 8  investments differ among school districts. 
 
 9      Q.    Okay.  Do you know if the survey inquires  
 
10  into whether the technology at the districts is working  
 
11  or not? 
 
12      A.    I don't know. 
 
13      Q.    Okay.  Let's turn to slide 47 in Exhibit 68. 
 
14      A.    Okay. 
 
15      Q.    This is kind of an involved scattergram, but  
 
16  the title of slide 47 is, Poverty Is a Strong Predictor  
 
17  of Need.   
 
18            And what was the point of this particular  
 
19  slide, and where did you get the data that's displayed  
 
20  in this scattergram? 
 
21      A.    The data from the scattergram is probably --  
 
22  it's WASL results.  I'm almost positive.  It has to be  
 
23  WASL results.  And it is reading, writing, and math  
 
24  WASL results for the 10th grade, and compared to free  
 
25  and reduced price lunch eligibility, and the data is  
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 1  correlated by matching student's WASL results with  
 
 2  reports for free and reduced priced lunch. 
 
 3      Q.    Okay.  Part of the point that --  
 
 4      A.    But I didn't do that match beyond -- what I  
 
 5  just said is really all I know.  Our research  
 
 6  department did this match. 
 
 7      Q.    Okay.  It states, in part, above the  
 
 8  scattergram, Over 60 percent of the variation and  
 
 9  achievement among students is accounted by for my  
 
10  family socioeconomic level.   
 
11            Did you understand that to be the case? 
 
12      A.    I have no direct experience with students.  I  
 
13  understand that the researcher who compiled this for me  
 
14  is a very, very smart person.  I had no reason to  
 
15  question it.  So I guess I don't know where your  
 
16  question is going. 
 
17      Q.    Well, you felt confident enough in the data,  
 
18  even though you didn't do it, to make it part of this  
 
19  presentation.   
 
20      A.    Absolutely, yes. 
 
21      Q.    Okay. 
 
22      A.    And you had a two-part question there.  And  
 
23  the reason -- I think to answer the first part of your  
 
24  question is, I included this component in the  
 
25  presentation because there is frequently questions  
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 1  about why would the state allocate LAP funding and  
 
 2  Learning Assistance Program funding on the basis of  
 
 3  poverty, and there's been debate among policy makers  
 
 4  that goes back and forth about whether or not you  
 
 5  should just allocate it out straight based on WASL or  
 
 6  some other assessment or you should drive it out on  
 
 7  poverty.  And so her proposal was to continue poverty  
 
 8  as a driver because they're so highly correlated, but  
 
 9  that doesn't mean that you only serve students who are  
 
10  poor. 
 
11      Q.    Okay.  Let's go to slide 64 in Exhibit 68. 
 
12            And this slide talks about the minimization  
 
13  of the impact of local funds, that the suspension of  
 
14  the I-732 COLA would have or has had.   
 
15            And could you explain for us, in words, the  
 
16  message that's being conveyed by that.   
 
17      A.    Yes.  What I was attempting to convey is that  
 
18  school districts, because they do hire employees on  
 
19  their levy funds and, as you pointed out, their 728  
 
20  funds and their federal funds, and to the extent that a  
 
21  COLA is mandated by the state, districts have to come  
 
22  up with the resources to cover the COLA for their levy  
 
23  employees, but, also remember they have to cover the  
 
24  COLA on the portion of the salary that the state isn't  
 
25  funding.  So that -- that $45,000, for example, on an  
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 1  administrator's salary, they have to come up with the  
 
 2  COLA.   
 
 3            So where the state doesn't grant a COLA to  
 
 4  employees, districts save money.  They save their local  
 
 5  funds, their levy funds, their federal funds, and their  
 
 6  728 funds and they have more of those funds to put  
 
 7  towards the fact that utility prices are increasing so  
 
 8  quickly and insurance prices are increasing so  
 
 9  quickly.   
 
10            So what I was illustrating is that in 2003-04  
 
11  and 2004-05, when the state granted a very minimal COLA  
 
12  for employees, school districts were able to sustain  
 
13  the services that they had in prior years because of  
 
14  that lack of the COLA.  But, as the COLA then was --  
 
15  started to be kind of back in effect and the  
 
16  Legislature was granting the COLA, it became more  
 
17  difficult for school districts to absorb the cost of  
 
18  that based on how quickly or slowly, actually, levy  
 
19  funds grow and 728 funds grow and federal funds grow in  
 
20  comparison to the cost of compensation. 
 
21      Q.    Okay.  Let's turn to slide 69, please.   
 
22            This depicts the Learning Assistance Program  
 
23  appropriations history and indicates that beginning in  
 
24  the 05-06 school year, LAP funds are increasing and  
 
25  increasing substantially.   
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 1            Could you explain why that -- why that  
 
 2  occurred? 
 
 3      A.    In the 05-06 year, the Legislature made a  
 
 4  concerted effort to increase LAP funding, and those  
 
 5  increases were, in part, because they wanted to  
 
 6  recognize that there were new requirements, new  
 
 7  graduation requirements for students, and they wanted  
 
 8  to make sure that there were LAP funds available to  
 
 9  serve students who were struggling to meet those  
 
10  requirements. 
 
11      Q.    What are the graduation requirements you were  
 
12  referring to? 
 
13      A.    The fact that students must meet standard on  
 
14  the reading, writing, and math portions of the  
 
15  Assessment of Student Learning.  Those requirements  
 
16  have been amended frequently, since the Legislature  
 
17  started taking action for the 05-06 school year, but,  
 
18  nonetheless, there were new requirements.  Even though  
 
19  the math requirement has been adjusted, the reading and  
 
20  writing requirements has been put into place, and the  
 
21  Legislature was wanting to recognize that new need for  
 
22  schools. 
 
23      Q.    And the reading and writing requirement  
 
24  became a graduation requirement, didn't it? 
 
25      A.    Yes. 
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 1      Q.    But the math one has been deferred to 2013? 
 
 2      A.    There is still a math requirement for  
 
 3  graduation, but it is not that you -- if you don't meet  
 
 4  standard on the Washington Assessment of Student  
 
 5  Learning, you are not barred from graduation if you  
 
 6  also take some additional math courses.  And the  
 
 7  specifics, I'm not the person to help you understand  
 
 8  the specifics of them. 
 
 9      Q.    Okay.  Let's turn one back to Exhibit 67,  
 
10  please. 
 
11            THE COURT:  I'm sorry, are we going to a  
 
12  different exhibit, or are we going to a different  
 
13  slide? 
 
14            MR. CLARK:  I'm sorry.  Exhibit 67. 
 
15            THE COURT:  Exhibit 67.  Thank you, counsel. 
 
16  BY MR. CLARK: 
 
17      Q.    All right.  Some of the slides in here we've  
 
18  covered in Exhibit 68.  And even if I didn't intend to,  
 
19  some of your answers, I think, did cover them, so I'm  
 
20  going to try to go through this and avoid the stuff  
 
21  we've gone over already. 
 
22            Let's turn to slide seven which deals with  
 
23  district expenditures on health, life, and disability  
 
24  insurance. 
 
25            First off, the information just above the  
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 1  chart itself indicates, All programs, excluding  
 
 2  community activities and nutrition services.   
 
 3            Why were those two items excluded from the  
 
 4  analysis? 
 
 5      A.    Community activities is, I think, pretty  
 
 6  commonly understood to be solely a levy  
 
 7  responsibility.  That's very unique to a given  
 
 8  community.  So, one community may have a full  
 
 9  complement of sports activities and another may not.   
 
10            I excluded nutrition services because  
 
11  nutrition services are commonly paid for by student  
 
12  fees and a combination of student fees and federal  
 
13  funds.   
 
14            And so it was just an effort to be  
 
15  conservative in my analysis.  It's not terribly  
 
16  scientific. 
 
17      Q.    Nutrition services, is that the school lunch  
 
18  and school breakfast programs? 
 
19      A.    Yes. 
 
20      Q.    Okay.  This indicates that school districts  
 
21  are now spending over a billion dollars on health,  
 
22  life, and disability insurance.   
 
23            Is this, in part, a creature of the fact that  
 
24  there are state-funded employees and there are local-  
 
25  and federally-funded employees, and who picks up what  
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 1  benefits depends upon whether they're state-funded,  
 
 2  federally-funded or locally-funded? 
 
 3      A.    Well, I think that's part of it.  I think the  
 
 4  purpose of the slide was not really so much -- the  
 
 5  purpose of the slide is to identify this theme, one  
 
 6  more example of the theme, that local revenue sources,  
 
 7  primarily local levy funds, increase at a rate of about  
 
 8  five percent per year and that there are other costs  
 
 9  that are paid for with local levy funds that increase  
 
10  much faster.   
 
11            And so what I'm trying to help people  
 
12  understand is why school districts are in this constant  
 
13  cycle of cutting budgets to respond to costs that are  
 
14  compensation related.  So the fact that there are  
 
15  employees paid for with levy funds is certainly part of  
 
16  that problem. 
 
17      Q.    Okay. 
 
18      A.    Health benefits increase much faster than  
 
19  other costs and other revenue sources. 
 
20      Q.    Okay.  And, again, the theme throughout is  
 
21  that, to the extent that local funds are being used to  
 
22  fund employees above the ratios that the state funding  
 
23  provides and at compensation levels above the base  
 
24  amounts that the state provides, the inflationary or  
 
25  other increases that occur with regard to that  
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 1  compensation is outstripping the ability of the local  
 
 2  funds used to pay them to continue to pay them. 
 
 3      A.    Yes. 
 
 4      Q.    Okay.  Now, on slide seven, it indicates that  
 
 5  for the budgeted 08-09 year, we were going from under a  
 
 6  billion to well on our way to 1 billion, and did it  
 
 7  actually turn out that way, I guess is my question. 
 
 8      A.    We don't know yet because we'll get the final  
 
 9  data for the 08-09 full-year expenditures in December. 
 
10      Q.    Okay.  That's when the F-196's for the school  
 
11  year become final.   
 
12      A.    Yes. 
 
13      Q.    Okay.  If we just turn to the next slide,  
 
14  slide eight, my question is that point three that talks  
 
15  about additional supplemental salaries on average  
 
16  normally 8,500 per teacher statewide, has that figure  
 
17  grown since this slide was put together so that the  
 
18  average salaries are actually higher? 
 
19      A.    Well, we don't know until we receive the  
 
20  personnel reports in December -- 
 
21      Q.    In December? 
 
22      A.    -- for the 09-10 school year. 
 
23      Q.    Let's turn to slide number 12 in Exhibit 67  
 
24  on salaries and benefits. 
 
25            And the first point is that salaries increase  
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 1  at 4.7 percent a year.   
 
 2            Are those salary increases granted by the  
 
 3  state-based salary calculations? 
 
 4      A.    The first bullet -- the next three bullets  
 
 5  are actually describing -- the first bullet is an  
 
 6  overarching description of the next three bullets and  
 
 7  at the time I should have, you know, indented them  
 
 8  further.   
 
 9            So the state COLA has been recently between  
 
10  two and four percent.  But, when you add in  
 
11  supplemental salaries, that will drive up the cost of  
 
12  compensation.   
 
13            So, the first bullet really should say  
 
14  compensation, not salaries.  It's imprecise.  And then  
 
15  these next three bullets describe that increase. 
 
16      Q.    Okay.   
 
17      A.    So I think there was a slide earlier that  
 
18  showed overall compensation increases.  It's slide  
 
19  six.  And that encompasses all salaries, including the  
 
20  state-granted COLA, the supplemental salaries, the  
 
21  health benefits, and the pension costs. 
 
22      Q.    Okay.  On slide 12, where it talks about COLA  
 
23  at two to four percent per year supplemental salaries  
 
24  at six percent a year, do supplemental salaries trigger  
 
25  a higher COLA percentage? 
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 1      A.    Yes.  Well, it varies.   
 
 2            The reason there's a slide nine, I think,  
 
 3  that describes the reason that supplemental salaries  
 
 4  increase.  So one of the reasons is, the last bullet on  
 
 5  that slide is, that even though the state may grant a  
 
 6  four percent COLA, school districts can also grant a  
 
 7  COLA through bargaining that is on top of that four  
 
 8  percent, so grant another two percent. 
 
 9      Q.    Uh-huh.   
 
10      A.    That two percent COLA will apply to not just  
 
11  the supplemental salary, but to the whole salary, which  
 
12  is why the supplemental salary will not just go by two  
 
13  percent.  It has to go by six percent to accommodate  
 
14  the COLA for that whole base. 
 
15      Q.    I see.  Okay. 
 
16      A.    And we don't know -- we don't collect data.   
 
17  We only know on a case-by-case basis when a district  
 
18  does that.  So I don't have any data to tell me how  
 
19  much of the 6.3 is driven by that last factor, which is  
 
20  a COLA above and beyond what the district has granted.   
 
21            It's not all districts.  There are some  
 
22  districts that have never granted a COLA above and  
 
23  beyond the state-granted COLA. 
 
24      Q.    Okay.  And skipping ahead just to the final  
 
25  point, though, on slide number 12, that really  
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 1  encapsulates one of the points -- major points you're  
 
 2  trying to make in the entire presentation, that the  
 
 3  compensation growth is occurring faster than the levy  
 
 4  growth can keep up with it.   
 
 5      A.    Yes. 
 
 6      Q.    And faced with a ceiling on the amount of  
 
 7  levy funds that can be tapped to fund this employee  
 
 8  compensation, the district alternative would be to lay  
 
 9  off staff. 
 
10      A.    Yes. 
 
11      Q.    Let's turn ahead to slide 29, Ending Fund  
 
12  Balance Dropping. 
 
13            Now, this slide on 29 -- or slide 29 rather,  
 
14  charts the unreserved and designated portion of the  
 
15  total fund balance for districts, correct? 
 
16      A.    Yes. 
 
17      Q.    Okay.  And it indicates that in the last bar  
 
18  applicable to 2008-09, that based upon the budgeting  
 
19  documents, fund balances, on average, are going to drop  
 
20  from 5.7 percent to 3.7 percent? 
 
21      A.    Yes, that's the data we have. 
 
22      Q.    Is that projected based on the F-195 budget  
 
23  documents? 
 
24      A.    Yes.  It's not projected, but it is taken  
 
25  from the 195, so districts report.  They have to tell  
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 1  us how much money they're going to spend and how much  
 
 2  they anticipate in revenue and their potential ending  
 
 3  fund balance. 
 
 4      Q.    Okay.  Again, do we know if, in fact, the  
 
 5  forecast of fund balances on average for unreserved and  
 
 6  designated could drop to 3.7 percent?  Do we know if  
 
 7  that, in fact, occurred? 
 
 8      A.    We won't know until December when they report  
 
 9  to us the final data for the 08-09 school year, and  
 
10  they'll give us, also, their anticipated ending fund  
 
11  balance for the 09-10 school year. 
 
12      Q.    Okay.  Have you gotten any kind of  
 
13  preliminary indication?  I recognize the final  
 
14  documents don't -- or they don't get finalized and you  
 
15  won't be able to look and say, ah-ha, and put your  
 
16  finger on it until December, but are you getting any  
 
17  kind of feedback to suggest whether this is panning out  
 
18  or whether a different result is panning out? 
 
19      A.    I am getting some feedback that some big  
 
20  districts that had very low ending fund balances were  
 
21  able to increase -- that they had projected a low  
 
22  ending fund balance for the 08-09 year and they worked  
 
23  very hard all year long to increase their fund balance  
 
24  by not hiring staff that they had anticipated hiring.   
 
25            But I'm also getting indications that  
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 1  districts for the 09-10 years are really dipping into  
 
 2  their ending fund balance in order to soften the  
 
 3  cuts -- the effect of the cuts that the Legislature  
 
 4  made to Initiative 728 funding. 
 
 5      Q.    In order to avoid layoffs that might  
 
 6  otherwise occur? 
 
 7      A.    Yes.  Yes. 
 
 8      Q.    Okay. 
 
 9      A.    So it's a very mixed indication so far. 
 
10      Q.    All right.  Let's go to slide 42 in Exhibit  
 
11  67.  This is the one entitled, Last Thoughts. 
 
12            The second point, Very few opportunities to  
 
13  redefine Basic Education.   
 
14            Why is that point being made as one of the  
 
15  last thoughts?  What's the significance of that? 
 
16      A.    The significance is that there had -- up  
 
17  until Washington Learns and the Basic Education Finance  
 
18  Task Force efforts, there had not been a comprehensive  
 
19  effort to redefine the state's responsibility and to  
 
20  recalibrate all of the state's funding formulas since  
 
21  the Basic Education Act was put into place in, was it  
 
22  1981?   
 
23      Q.    You're talking both about the statutory  
 
24  definition and the statutory funding formulas for Basic  
 
25  Education? 
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 1      A.    Yes.  And I'm referring to a comprehensive  
 
 2  recalibration because, as we know, there have been  
 
 3  periodic increases to Basic Education.   
 
 4            But, I was commenting on the historic point  
 
 5  that we were at and that we were anticipating the Task  
 
 6  Force recommendations, and that once those  
 
 7  recommendations were made, the state would likely not  
 
 8  revisit this task for a very long while. 
 
 9      Q.    All right.  And so if we are, indeed, facing  
 
10  a historic moment and we want to -- was there any sense  
 
11  that we want to propose for a new definition of Basic  
 
12  Education and new funding formula, something that's  
 
13  going to have some traction and relevance over an  
 
14  extended period of time into the future? 
 
15      A.    Can you clarify what you mean by funding  
 
16  formula for me? 
 
17      Q.    Yeah.  I mean, very few opportunities to  
 
18  redefine Basic Education.  If we have very few  
 
19  opportunities to redefine and to redo or calibrate or  
 
20  completely do over the funding formulae by which we  
 
21  provide funding for Basic Education, those don't happen  
 
22  that often.   
 
23            Was there a sense in building this proposal  
 
24  that you wanted to make sure that you recognized the  
 
25  historic opportunity and redefined Basic Education and  
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 1  redid the funding formula so that they would continue  
 
 2  to have relevance for an extended period of time? 
 
 3      A.    So, the -- my opinion was that the Task Force  
 
 4  was embarking on a -- they were going to propose a  
 
 5  product that was, indeed, something that would have  
 
 6  some longevity, both in terms of the formulas themself,  
 
 7  but also the enhancements that were imbedded in the  
 
 8  formulas.   
 
 9            So my opinion was that the Task Force was not  
 
10  just going to change the formula, because you can  
 
11  change the formula and drive out the same amount of  
 
12  money --  
 
13      Q.    Uh-huh.   
 
14      A.    -- versus change the formula and drive out an  
 
15  adequate amount of money.   
 
16            And so I was commenting on the historic  
 
17  opportunity to both make the formula more  
 
18  understandable, but also to drive out more money in the  
 
19  formula based on a new definition of what was necessary  
 
20  to actually provide kids with the opportunity to learn  
 
21  state standards. 
 
22            THE COURT:  Mr. Clark, we are at the noon  
 
23  hour at this time. 
 
24            MR. CLARK:  And, you know, coincidentally, I  
 
25  think I'm about through with this particular document,  
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 1  although I will have a few more questions after the  
 
 2  lunch break. 
 
 3            THE COURT:  All right.  We're going to take  
 
 4  our recess in just a moment.   
 
 5                Ms. Priddy, you may step down. 
 
 6                And why don't we go off the record.   
 
 7            (A discussion was had off the record between  
 
 8  the court and counsel.) 
 
 9            (Noon recess.) 
 
10                         --oOo-- 
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